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Australian real estate investment trusts (AREITs), as represented by the S&P/ASX 200 AREIT Index, returned
0.3% in the month ending 31 July 2021. The AREIT index underperformed the S&P/ASX 200 return of 1.1% over the month.

Over the 12 months to July 2021, AREITs posted a total return of 32.8%, outperforming the S&P/ASX 200 return of 28.6%. Recovery
from the depths of falls in 2020 prompted by the pandemic is reflected in this performance.

Sector Performance

Table 1 below shows the performance of AREITs for various periods ending 31 July 2021.

Table 1 — 5&P/ASX 200 AREIT Accumulation Index Performance: Total Returns (31 July 2021)

1 Monith 3 Months & Months 1 Year 3 Years L Years

Total Return

(%)
0.3

(%)
7.6

(%)
14.9

(%)
32.8

(% p-a.)
7.5

(% p.a.)
4.7

Volatility

22.0

28.8

22.9

Zowrce: SEP/ASY 200 AREIT Accumulation Index (2021)

Over the 3 years and 5 years to the end of July, the sector produced total returns of 7.5% and 4.7% per annum respectively.

Sector returns in July from Industrial AREITs were strong at 6.7%. Diversified AREITs returned -1.7%, followed by Retail AREITs with -

2.3% and Office AREITs with -2.5%.

Table 2 below shows the income performance of AREITs for various periods ending 31 July 2021.

Table 2 — S&P/ASX 200 AREIT Accumulation Index Performance: Income Returns (31 July 2021)

Income Return

1 Month

(%)
0.0

3 Months
(%6)
1.4

6 Months
(*6)
2.1

1 Year
(%)
3.7

3 Years

(% p-a.)
4.2

5 Years

(% p.a.)
4.5

Volatility

1.9

2.0

2.0

Source: 3&P/A3X 200 AREIT Accumulation Index (2021)

The income component of the total return was 3.7% for the 12-month period to July 2021. Annual volatility of income returns was 1.9%,

which is low when compared with other asset classes.
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Changes over time of the spread between the earnings yield of AREITs and the 10-year government bond yield are shown in Chart 1.

Chart 1— AREITS Earnings Yields Compared to Bond Yields

¥ AREITS EARNINGS YIELDS AND BOND YIELDS
16.0
— Yield Margin
139 1 |IE = === Earnings Yield
1
1

I
o - ] m— 15 Year Average Earnings Yield

0.0

80

Jul-01 Jul-03 Jul-05 Jul-oF Jul-08 Jul-11 Jul-13 Jul-15 Jul-17 Jul-19 Jul-21

Source: RBA, UBS (2021)

MARKET REVIEW

Despite repeated lockdowns and a shift in consumer spending to online, retail landlords have managed to post strong profits this re-

porting season.

Scentre Group, the owner of 42 Westfield malls, posted a 28% rise in 2021 half-year earnings to $463 million. CEO Peter Allen expects
online shopping to revert to pre-pandemic levels and is confident foot traffic in malls will surge once vaccination targets are hit and

lockdowns are eased.

Landlord GPT announced a 24% increase in earnings, through a rebound in retail rent collection. Shopping malls represents the largest

share of GPT earnings, where revenue rose 78% to $141 million.
Shopping centre giant, Vicinity, while reporting a net loss of $258 million, managed to climb back from its 2020 $1.8 billion loss.

While Scentre Group remains positive on the outlook for shopping malls, GPT and Vicinity are hedging their bets and continue to diver-

sify into other property segments.

Vicinity plans to develop a 25-storey office tower in Melbourne’s Box Hill, as well as a 48-storey residential building. These will add $2

billion to the current $26 billion portfolio.

GPT plans to increase industrial holdings from 23% to 30%. GPT saw an 11% valuation gain in its industrial portfolio in the first half of

this year.
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